The main focus of monetary policy in relation to the manufacturing sector has always been the stimulation of output, employment and the promotion of domestic and external stability, while that of fiscal policy has been the generation of revere for the government and the protection of domestic infant industries against unfair competition from import and dumping. This paper examined the performance of monetary policy on the manufacturing index performance in Nigeria. The data collected from the CBN 2010 bulletin were subjected to econometric test procedures such as unit root for stationarity of series, diagnostic test and granger causality to investigate the impact of some macroeconomic variables on the Manufacturing index in Nigeria while VEC and OLS estimation were used to study the models for significance, magnitude, direction and relationship. The study revealed that MS positively affect MANDEX by 0.5% while others played negative impact to the performance of the manufacturing sector over the years. It therefore recommended that expansionary policies are vital for the growth of the manufacturing sector in Nigeria which in turn would lead to economic growth,
purpose prevailed. According to Ndiulor (1999) , West Africa manufacturing was bases on activities such as metal working ceramics food processing and clothing a variety of other traditional manufacture service well into the colonial era, thogh this era did not provide the necessary production for an industrial revolution in the society. The manufacturing industry in Nigeria is rapid growth, structural change and self-sufficiency. Therefore it represents a major plant government plan to restructure the economy and diversity its productive base (Ukwu 1994) .
Though the high cost condition in the country occasioned by poor and adequate infrastructural support services and other policy induced cost pose a serious threat not only for out put growth in the manufacturing sector but also for competitiveness. The continued harassment of the companies by some state and local governments over unauthorized multiple levies and changes in spite of the clear position of the law. Is a significant deviation from the characteristics and requirement of a conductive business need to performed it's role as the engine of growth.
LITERATURE REVIEW
According to central Bank of Nigeria (CBN) (1994) on excess supply of money will result in an excess demand for goods and services which in turn raises prices and reduces balance of payment. On the other hand, inadequate supply of money retarding growth and development. Familoni (1989) argues for monetary policy to be efficacious, the economics system must be highly interested and highly moneterized corresponding with regular information network system. He also said that Nigeria lacks of fundamental flexibilities which could have aided a more effective use of monetary policy. Ajayi and Ojo (1981) said that sources of features of monetary policy impacts on assessed on the basis of its impacts on economic growth as well as on the domestics and external stability of the economy. Asoyu (1996) is of the view that in a typically developing countries like Nigeria where the financial and capital markets are underdeveloped, monetary policy is adopted to accommodate government financial needs for critical and urgent problems of economic growth and development. According to Anyanwu (1995) the preposition of macro national expectations shows that only unanticipated changes in monetary policy positively influence real output, while the anticipated changes do not. It is based on the annual data over the period of 1970 to 1988. in line with common practices, we decomposed our monetary policy (money supply) changes into the systematic (anticipations) and surprise (unanticipated) components. option level of liquidity in the banking system which implies that level of liquidity rate to the absorptive capacity of the economy. This is followed by the estimation of the total supply of bank reserve. Any excess supply of bank reserve over demanded is sterilized using OMO.
According to CBN (1998) Nigeria has become the most important market based tool using by CBN to control the volume of money in the economy. However, due to the name and underdeveloped financial market compiled with large excess reserve usually maintained by bank and inadequate supply of securities, the successful use of OMO becomes limited.
As stated by Amaghi Onyeadiwe, the monetary authorities can influence the reserve of bank and money supply by manipulating the discount rates. This is the rate at which it leads to the banks as a lender of last resort. Other interest rates tend to change with a charge in discount rate produced an announcement effect on their credit. But for this is to be effective, the banks bank comes forward to borrow from the monetary authorities while the interest rate must be free of controls.
Also investment decision must be influence in large extent by interest rate movement which money not be the case in situation of high return of investments.
The discount rate also known as minimum rediscount rate which peaked at 26:0% in 1993 was reduced to 13.5% in 1994 and remained uncharged with 1992 when it was raised again to 18.0% in, 200, it stood at 15% and was reviewed upward to 16.5% in 2002 16.5% in (Elumelu 2002 . Anyanwu (1993) rated that the effectiveness at the discount rate policy is a function of the availability of commercial banks to have access to liquid asset and must not keep access reserved, other wise the production and investments depend heavily on imports, like Nigeria tend to encourage trading. This situation combined with a high bank lending rate profile tend to create enabling environment and distribution of finished goods while creating a disabling environment for existing produces and discouraging new investors. Nnanna (2002) concluded that while fixing exchange rate may provide price stability it undermine policy flexibility which can have serious implication for internal and external balance. Flexible and well managed floating exchange rates require is typically situated for Nigeria's unique economic characteristic monetary policy Exchange Rate. Adermit and Abdullahi (1987) said that monetary policy which used to be regarded as mainly concerned with varying supply of money, it has now extended to such issues external relationship that is the relationship between a country's import and export.
Usman (2001) recognized the fact exchange rate which is a price of the domestic currency in terms of either currencies, is usually determined in principles by interplay of supply and demand in a free market environment but in practice however, no currency is allow to float freely by monetary authorities and between the fixed and floating system of exchange rate management are other regimes, Okunrounwu (1992) said that fiscal policy is critical for Africa economic development when fiscal policy is appropriate, it help, but when it is out of time it hurts the economic specifically, the economic environment. The instruments used and the execution of the fiscal program are important determination of the effects of fiscal policy. Adermito and Abdullahi (1987) say that policies are internal parts of general policy: therefore, fiscal policy is more than a simple relationship between government income and expenditure. They view fiscal policy as the care of public finance where public finance deals with resources allocation, economic growth, prices income and employment. Therefore, fiscal policies and development policies are allies. Olofin (2001) with regard to fiscal to fiscal policy measure viatax controls.
This is unimportant for all practical purpose in most developing economics. Due to the large proportion of non-wages income earners in the labour force, direct income tax with the expectation of company taxes are often difficult to administer.
The oil boom of the 1970's brought in its take on unprecented expansion in the volume of goods and service imported. This was detrimental to the manufacturing environment (Sector) NISER 1998). The relatively high proportion of consumer goods in total imports suggested that the manufacturing sector was unable to meet the domestics demand for consumer goods especially demand for consumer goods especially non-durable (Ajaikaye 1990).
In 2002 fiscal restraint was exercised and CBN stated that following as the policy thrust.
1) Enhance capacity utilization in agriculture, manufacturing and mining industries.
2) Provision of appropriate protection to domestic industries against unfair competition from import and dumping.
3) Encourage diversification of foreign exchange earning through increased export activities. According to Lipsey, taxes are of a major importance in the pursuit of many government policies. They provide the funds to finance expenditures and are also used to alter the incentives to which private maximizing agents react and to after distribution of income. Ayanwu and Oaikhena (1995) stated that taxes are imposed not only to generate revenue but also to provide incentives and discentive on certain specific socio-economic activities in 1988), profit less than N6,000 were tax fees in the area of company income, tax, profit in excess of N6,000 but less than N10,000 were taxed at 45% the following year. The turn over tax was abolished in 1985 and the rate of company income tax was further reduced to 35 with the provision of 20% for small companies. Value added to which was introduce in 1994 following the recommended of a study group set up by government to reform Nigeria tax system attracts a high single tax rate of 5% which covers various categories of goods and services except medical, educational, agricultural and basic food products.
Methodology
In estimating the model, the dependent and independent variables are separately subjected to normality, ARCH, stability and stationary tests using histogram, white heteroskedasticity test, Ramsey reset and unit root tests since the apriori assumptions for the regression model require that the variables normal, heteroscedasticity, in functional form and stationary and that errors have a zero mean and unequal variance. The unit root test is evaluated using the Augmented Dickey-Fuller (ADF) test which can be determined as:
Where represents the drift, t represents deterministic trend and m is a lag length large enough to ensure that is a white noise process. If the variables are stationary and integrated of order one I(2), we test for the possibility of a co-integrating relationship using Eagle and Granger 
Model Specification
To establish the impact of monetary and fiscal policy on the manufacturing sector, the model can be specified as follows:
The specification is expressed as function: From the model estimate of analysis result of table 1 above infers that prime leading rate, money supply, company income tax rate, inflation rate and exchange are not statistically significant at 5% level as the probability associated with the p-value is greater than the 5%. In addition, the overall parameters of the entire regression equation reveal non statistical significance.
Result Empirical Analysis
On the average the independent variables can explained approximately 15.1% of the inverse systematic variation of MANDEX however, CITRT, MS, INFLRT and EXRT all failed apriori sign expectation which might show possible explanation that these regression are not impacting on MANDEX while PIRT, and Ms both passed the apriori sign expectation which might also show the PIRT, and Ms are both impacting on MANDEX. The analysis also shows that there is inconclusive evidence regarding the presence or absence of positive first order serial correlation and also no presence of multicolinearity.
Analyzing the estimated model economically, it imply that the INFLRT and EXRT negatively influence MANDEX which means that at every one unit increase in PLR, CITR,
INFLRT and EXRT will lead to 3.2%, 4.5%, 1.8% and 0.003% decrease in MANDEX while MS influence MANDEX positively. Which means that at every one unit increase in MS will result in 0.5% in MANDEX. The analysis confirms that monetary policy supports the manufacturing sector in Nigeria. 
CONCLUSION
. From the mid 1980's it be became increase difficult to achieve the aims of monetary policy. Generally, monetary aggregates, government fiscal deficit, GDP growth rate inflation rate and the balance of payments position marred in undesirable direction the manor source of problem in monetary control frame work, the interest rate regime and the non harmonization of fiscal and monetary policies. Monetary policy positively impact is maximal and partially significant when compared to fiscal policy. This shows that expansionary policies are vital for the growth of the manufacturing sector in Nigeria which in turn would lead to economic growth.
